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General Business Conditions 





HE most notable feature of the busi- 

ness situation in the past month was 

the setback of bull speculation in 

grain and stocks. Outside of the 

parties immediately concerned, in- 
terest centers in whether or not the break in 
prices is significant of conditions unfavorable 
to general business. Does the decline in grain 
prices mean that the outlook for farm prod- 
ucts in the coming year is less promising than 
it had appeared, or the decline in stocks mean 
that a change is impending which will affect 
the earnings of the corporations? 

We do not believe that either of these in- 
ferences is correct. In our opinion the expla- 
nation of the break in each case is to be found 
in the weakness which inevitably develops in 
a market situation as the result of a prolonged 
period of rising prices. A rising market creates 
constantly widening interest and attracts an 
increasing number of speculators, whose pur- 
chases tend to carry it higher. Most of this 
buying is done on margins, and it is usually 
the case that the longer the rise continues the 
narrower the margins become. Profits are 
made the basis of further purchases, until a 
pyramid of holdings is built up on a small 
original investment. In short, the crowd that 
is following a rising market, whether the hold- 
ings are grain, stocks, oil, town lots or farming 
lands, tends to get all of its resources up in 
options or margins, spreading its capital out 
as thin as possible in order to cover the largest 
amount of the property which is expected to 
goon rising. It is a very easy way of making 
money while the rise continues, but just as 
easy a way of losing money when the end 
of the upward movement comes, which is only 
a question of time. 

The immediate cause of rising prices is a 
preponderance of buying sentiment, and when- 
ever that sentiment wanes, or a preponderance 
of selling orders appears, prices go the other 
way. If the market is a pyramid affair, and 
anything starts prices downward, it is in- 
evitable that the weakly-margined holdings 
will be sold, and the weight of such offerings 
increases as prices fall. Moreover, buyers hold 





Economic Conditions 
Governmental Finance 
United States Securities 











New York, April, 1925 


off, confidence is shaken, and without support 
the market breaks heavily. Of course this 
culmination is likely to occur as prices reach 
the level at which conservative persons begin 
to sell out and retire, but it may be delayed 
for a time by fresh recruits to the ranks of the 
buyers, or there may be sharp reactions from 
the same cause from time to time in the course 
of a continued advance. Always, however, a 
price-situation which has been reached by a 
prolonged advance and is sustained by a large 
expansion of credit is inherently weak. 

It is well known of course that the grain 
and stock markets have been advancing for 
months, that the speculative public has been 
in them heavily and was borrowing largely 
for this purpose. The Wall Street Journal’s 
estimate of brokers’ loans was as low as $1,- 
325,000,000 last summer, $2,100,000,000 before 
the slump and is now $1,800,000,000. It is not 
certain that stocks and grain may not make 
new high records before the year is out, but 
there has been more selling of both than the 
markets could stand up under in their weak- 
ened condition. 

The prices of farm products will be de- 
termined mainly by the size of the crops, 
which are yet to be made, but it is certain that 
the carry-over of supplies into the new crop 
year will be uniformly below the average. 
This assured fact is the best antidote for 
pessimism about the general business situation. 
Business is not going to be poor in the United 
States if the farmers are well remunerated for 
their season’s labor and nothing has occurred 
as yet to indicate that this will not be the 
case. On the contrary the developments of 
recent months have been favorable upon this 
point. 

The State of Business 

The usual statistics which reflect the vol- 
ume of business have indicated sustained ac- 
tivity and a tendency to expansion. The scat- 
tered reports to the Bureau of Labor upon the 
state of employment, made by 8,755 establish- 
ments in varied industries and employing 2,- 
765,058 persons, showed an increase of 6.6 per 
cent in wage-payments in February over Jan- 
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uary. Car-loadings and payments through 
banks are the best indices of current business 
and they have been running throughout the 
first quarter above the corresponding figures 
for last year. Such statistics, however, relate 
to business initiated some time earlier, and 
there is persistent skepticism as to the main- 
tenance of the conditions which they indicate. 
It was freely expressed in February and con- 
tinues current. 


March is expected to show a quickening of 
activity, but apparently sentiment is less opti- 
mistic than at the beginning of the month. 
There are several reasons which may account 
for this. The slump in the grain and stock 
markets no doubt had some effect upon senti- 
ment. The short-lived outbursts of activity in 
the early months of 1923 and 1924 have made 
the public suspicious that every development 
of activity will prove to be short-lived. Any 
movement to advance prices, instead of stimu- 
lating purchases, tends to check them. There 
is no anxiety about possible inability to get 
goods and more fear of price-declines than of 
price-advances. The excellent character of the 
railway service no doubt affords a partial ex- 
planation of the disposition of merchants to 
run with low stocks and rely on frequent or- 
ders. The volume of production is so large 
in most industries that the buyer has the best 
of the strategy, with the result that profits on 
much of the turnover are unsatisfactory. 


Nevertheless a careful survey of the situa- 
tion reveals no fundamental weakness or ap- 
parent reason why business should not go on 
in about the present volume. The cautious 
buying that has been practiced is an assurance 
that buying cannot be greatly reduced unless 
consumption is diminished and there is little 
danger of the latter. 

The crop season opens with conditions gen- 
erally favorable, except that the winter wheat 
is said to have suffered in parts of Kansas and 
the drought in the southwest is serious. All 
the way from Texas and Oklahoma to the Pa- 
cific rains are needed. Southern California is 
very dry, but the northern part of the State 
and the northwest region have had abundant 
rains. 


Money and Banking 





The New York money market was disturbed 
for a few days about March 15th as usual by 
the large disbursements and receipts of the 
government at that time. The redemptions 
and interest payments fixed for that day ag- 
gregated $593,000,000. The aggregate of al- 
lotments on the new issues was $509,617,- 
100, besides which the Treasury was receiving 
on that day the first 1925 payment of income 
taxes. Subscriptions to the new issues, how- 
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ever, were payable at the twelve reserve banks, 
and neither these receipts nor the March 16 
tax-receipts were available on the same day, in 
New York, where the principal disbursements 
were made. The result was that Treasury dis- 
bursements in this city on March 14 and 16 
were largely in excess of receipts, the reserve 
banks of New York supplying the difference. 
This caused a plethora of funds for a few days, 
pending the clearing of revenue checks and 
retirement of reserve credit. Call money re- 
flected the condition, but time money was not 
affected. 

The net result of government financing and 
liquidation in the speculative markets during 
March was a reduction of $117,075,000 in the 
loans, discounts and investments of the New 
York Clearing House banks between February 
28 and March 28, coincident with a decline of 
about $40,000,000 in the rediscounts of the re- 
serve bank. 

At this season of the year some expansion 
of commercial loans would be in order, but the 
trend is obscured by the liquidation of loans 
to brokerage houses, which were largely held 
by out of town banks and do not figure in 
the above report for the clearing house banks. 
On account of having a deficit of reserves on 
the 21st the New York banks were under the 
necessity of making up before the 25th, and 
call rates ruled high in consequence, closing on 
the 27th at 5 per cent. The liquidation that 
has taken place, however, with the chilling of 
speculation, will naturally make for financial 
ease and tend to allay fears of inflation. No 
further increase of the Federal reserve dis- 
count rate is to be anticipated unless the de- 
mand for money increases. Gold exports have 
been light in the past month. 


Discount Rates Here and in London 


The advance of the discount rate of the Fed- 
eral Reserve Bank of New York near the close 
of February from 3 to 3% per cent was fol- 
lowed in the succeeding week by an advance 
of the Bank of England rate from 4 to 5 per 
cent. The latter action was taken of course 
not because of any influence from here, but be- 
cause the authorities over there deemed it for 
the best, having regard solely for British in- 
terests. 

It is not something new that money rates 
in one financial center should be influenced by 
rates in another. Liquid capital is readily 
shifted from one center to another, and in this 
instance there was some reason to think that 
unless rates were raised in London to corre- 
spond with the advance in New York, Ameri- 
can capital might be taken home. If it was 
deemed advantageous to hold it there for the 
present the action taken was well-advised, and 
for the reasons usually governing in such mat- 
ters. 
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The Gold Standard 


Some of the adverse comments upon it, how- 
ever, by dignified and learned economists 
on the other side, read very much like 
utterances that were familiar in this coun- 
try in years when the gold standard was 
under attack. At that time London was 
represented as the dictator, and the indig- 
nant back country orators wanted to know 
why the United States should not have “a 
monetary system of its own?” Lombard street 
in those days was said to be seeking to enslave 
the world, and it is easy to guess that the late 
Senator Peffer, of Kansas, if alive today, would 
smile over Sir Josiah Stamp’s declaration that 
these recent rate advances “seem to show clear- 
ly who it is that cracks the whip and who 
obeys the signal.” Peffer certainly would say 
that if any whip-cracking was to be done it 
was time the United States had a turn at it. 
And so the references of other eminent gentle- 
men to the “golden chariot of America,” the 
“golden cross,” etc., remind us inevitably of 
the famous “cross of gold” speech which made 
Mr. Bryan a candidate for the presidency. We 
have been all through that sort of thing in the 
politics of this country, but it seems a little 
strange to have such an outburst among the 
economic authorities of London. 


Of course it is for the British people to de- 
cide for themselves, as it was for the American 
people in other years to determine for them- 
selves, what their monetary system shall be. 
Our interest now as then is simply in having 
a common monetary base with the other com- 
mercial countries of the world, and we have 
always understood that the advantages of such 
a world system were in no degree exclusive 
but shared by all the countries trading under 
it. There is every reason for supposing that 
the mutual advantages to be derived from a 
restoration of the pre-war stability in the ex- 
changes are as well understood in London as 
anywhere, and we are not aware that any 
arguments or solicitations have been addressed 
to that quarter from here. The interest of 
Great Britain in world trade is not second to 
that of any other country. 


A Subject of International Interest 


The subject, however, is one of general in- 
terest, and surely discussion is not out of order. 
The chief objection to the resumption of 
gold payments appears to be that it would link 
up the monetary system of Great Britain with 
that of the United States, and that this will 
subject industry and business in that country 
to all the influences that may arise from our 
vicissitudes. This sounds again like the old 
argument for “a monetary system of our 
own,” and raises the question whether the en- 
tire latter-day tendency to more intimate and 








reciprocal relations between countries, with in- 
creasing interdependence, is a mistake? We 
have been led to believe that the increasing 
solidarity of interests was normal, inevitable 
and generally beneficial; that instead of mak- 
ing each member of the international com- 
munity subject to all the disturbances occur- 
ring elsewhere, the effect was to absorb or dis- 
sipate the shock of every disturbance so that 
it would be of little effect anywhere; in short, 
that the effect is to promote stability rather 
than cause instability. If this view is not cor- 
rect, how are the objections to a common 
standard of value ever to be overcome? 

On the other hand, if there are gains to the 
economic organization of the world from a 
common standard of value, and they are shared 
by the countries on the basis of their part in 
international trade, it is perhaps allowable to 
wonder why so much emphasis should be laid 
upon the temporary costs of regaining the 
common standard and so little upon the per- 
manent benefits to result? The paper pound 
sterling having advanced from $4.21 in Janu- 
ary, 1924, to $4.80 in January, 1925, why should 
a further advance to $4.86 appear so formid- 
able? Whether the pound sterling has ad- 
vanced or the dollar has declined, the price- 
adjustments incidental to their near approach 
have been made, and if they ever are to be 
brought together it would seem that they 
should not be allowed to again fall apart. 

The crucial question would seem to be, is 
it worth anything to restore normal trade 
facilities in the world; to have a common lan- 
guage of values? Unemployment is a serious 
problem in England at this time, and of course 
an increase of industrial costs is not wanted. 
The most important factor in costs, how- 
ever, is volume of business and stability of 
operations. If the elimination of exchange 
fluctuations contributes to this it would seem 
that the gains are likely to exceed any 
possible increase of costs resulting from a 
higher discount rate. Indeed, if British ex- 
ports recover to their pre-war relation to im- 
ports, a high discount rate will not be needed 
to maintain gold payments. 


This is only one of numerous questions that 
have arisen in the period of reconstruction. 
Was it a mistake for London and New York tc 
cooperate in the loan to put Germany on her 
feet, despite the certainty that her competition 
in world trade would be felt? Is it worth 
while for Germany to go through the stress 
incidental to the restoration of the gold stand- 
ard, with money at 12 to 25 per cent? Ger- 
many does not doubt it and is pulling ahead 
even at that? Compared with such problems 
the task of restoring the pound-sterling to its 
time-honored position does not seem very 
great. 
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The State of Agriculture 


The efforts to obtain special legislation in 
behalf of agriculture which occupied much of 
the time of the last Congress were without 
tangible results, mainly because the represen- 
tatives of agriculture who were active in pro- 
moting the several measures did not agree 
upon any one measure and at last were openly 
hostile to each other’s measures. The bill em- 
bodying the chief proposal of the President’s 
special commission was side-tracked in the 
House by the farm bloc, this group favoring 
a substitute which in turn was killed in the 
Senate. It does not follow that the advocates 
of the various bills are blameworthy for not 
getting together on something; all were very 
much in earnest and held one unquestionably 
sound opinion in common, to wit: that it was 
better to have no legislation than bad legisla- 
tion. A good many people who hold this view 
think that agriculture will get along just as 
well without any of the proposed laws. Pres- 
ent conditions are very well described in the 
March Ist Summary issued by the Bureau of 
Economics of the Department of Agriculture, 
which says: 





It looks like the best opportunity since the spring 
of 1920 for agriculture to go ahead and do some busi- 
ness. The great feature about the general situation 
is that the country has finally worked out from under 
its paralyzing surpluses. Those vast crop yields of 
four and five years ago, dammed back by the stagnant 
demand of the deflation period, later worked over and 
carried along in animal form, are disappearing. The 
decks are fairly well cleaned for a new deal. 


The corn situation is obvious. Stocks of the old 
grain are almost non-existent. Corn supplies are so 
short that it has put a sharp brake upon livestock 
production. Wheat surpluses, that burdened the West 
through three long years of near-bankruptcy, have 
likewise disappeared in a burst of market fireworks. 
Moreover, when the whole world uses up its reserves 
of a great staple like wheat, when the normal ex- 
porting countries have to turn buyers, the stage is 
set to absorb a pretty sizeable world crop for a 
year or two to come. So with cotton and wool— 
world reserves still needing to be replenished and 
supplies increasing but slowly. 

The surpluses of livestock have especially depressed 
agriculture for a couple of years and perhaps the 
most significant item in the situation is that these 
are passing. The case is obvious for sheep, which 
are already high in price. Liquidation of hogs has 
been going on at a rate which we shall begin to 
appreciate in about a year. Cattle are still numerous. 
Beef cattle, however, have apparently turned the 
corner toward diminished numbers and higher prices, 
though this is a very slow movement. Dairy cattle 
have passed a crest in numbers through the East 
though they are still increasing in western butter 
territory. 


The Problem of the Surplus 


The surpluses which loaded down the mar- 
kets for several years have been cleared away 
and prices have responded promptly. That is 
the simple story of improvement which may be 
hung up alongside the dire predictions of ruin 
which were being made a year ago. The legis- 
lation was not enacted and the ruin did not 
come. The situation cleared itself. 








What is the remedy for a surplus or short- 
age of anything? Not in subsidies or price- 
fixing regulations, but in the adjustments be- 
tween supply and demand which producers 
and consumers will naturally make if they 
understand that relief is in their own hands 
and nowhere else. 

The surplus must be gotten rid of, but it is 
important that this be done by the play of 
economic forces, which if left to themselves 
will work out consistent and beneficial results, 
whereas governmental regulation usually has a 
chain of unforeseen consequences the net re- 
sults of which may be far from what is desired. 


The leading relief proposal of last year con- 
templated the establishment under governmen- 
tal authority of a highly artificial system for 
marketing farm products, under which a part 
would be sold for home consumption at one 
price and the remainder for foreign consump- 
tion at a lower price. Surely this theory can- 
not be justified as a national policy, even 
though it may be practiced profitably to some 
extent in private business. It is an unsound 
principle upon which to base a national sys- 
tem of industry, and the laws of most coun- 
tries now recognize it as a piratical system, to 
be met with retaliation. That is our own 
policy toward it where it is adopted by other 
countries. 

The farm product surpluses which have ex- 
isted have been world surpluses. The low 
prices complained of here have been com- 
plained of by producers in all countries. More- 
over it is a mistake to say that the farmers of 
this country cannot compete with the farmers 
of other countries, or are in danger of being 
reduced to the standards of living that prevail 
among agricultural laborers in India or else- 
where. The fact is that they have been meet- 
ing that competition in the markets of the 
world in all the vears of the past, and farming 
lands in the middle west had advanced to rela- 
tivelv high prices before the war notwithstand- 
ing that competition. Indeed, the rise of land 
values from 1900 to 1910 and afterward was a 
potent influence for the increase of farm ten- 
antcy, the very feature of foreign conditions 
which it is most desirable to avoid develop- 
ing here. 

The relation of farm income to farm invest- 
ment and farm rents is determined not only 
by the prices of farm products but by current 
prices for farming lands, and the latter are 
fixed mainly by the farmers themselves, who 
of course are the principal purchasers. It is 
to be considered that any legislation that 
would forthwith increase the money-income 
from all farming lands would increase their 
selling value, and while it would benefit present 
landowners it would not solve the agricultural 
problem. Future land-owners would pay in 
advance for the benefits to which they were 
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about to succeed, and when all the lands had 
changed hands, or been mortgaged on the 
basis of the artificial benefits, the situation 
would be just as difficult as before. The his- 
tory of land values supports this statement. 
Furthermore, the situation would be an arti- 
ficial one, constantly provoking attack from 
the non-agricultural consumers, who have a 





total number of gainfully employed was much 
larger, and notwithstanding the fact that agri- 
cultural production was increasing in the 
meantime. Below is a table from the official 
report, which shows the division of the “gain- 
fully employed” population over 10 years old 
in nine general groups, with the percentage of 
each group of the total*: 








INDUSTRIAL DISTRIBUTION OF PERSONS ENGAGED IN GAINFUL OCCUPATIONS, 1920 AND 1910 


























Total Persons 10 years of age and Over Engaged 
in Gainful Occupations 
1920 





1910 





Per cent Per cent 
General Division of Occupations Number Distribution Number Distribution 

All Occupations 41,614,248 100.0 38,167,336 100. 
Agriculture, Forestry and Animal Husbandry .........00s08 10,953,158 26.3 12,659,082 33.2 
Extraction of Minerals 1,090,223 2.6 965,169 2.5 
Manufacturing and Mechanical 12,818,524 30.8 10,628,731 27.8 
Transportation 3,063,582 7.4 2,637,420 6.9 
Trade 4,242,979 10.2 3,614,670 9.5 
Public Service (not elsewhere classified ).............ccescsees - 770,460 1.9 459,291 1.2 
Professional Service 2,143,889 5.2 1,693,361 4.4 
Domestic and Personal Service 3.404,892 8.2 3,772,559 9.9 
Clerical Occupations 3,126,541 7.5 1,737,053 4.6 





majority of the voters. How far would the 
be willing to see land-values lifted by arti- 
ficial prices for farm products? 


Futility of General Remedies 


The enhancement of land values, however, 
only illustrates the ways in which general 
remedies are nullified by their own unexpected 
results. If the government should develop 
Muscle Shoals on a great scale and supply free 
fertilizers to all farmers, the benefits to con- 
sumers might be very considerable but it is 
improbable that the farmers would have any 
larger returns for their labor. A sudden in- 
crease of production, creating a surplus or in- 
creasing one, is disastrous to them. 

It has been frequently pointed out, and in a 
critical spirit, that similar effects result from 
the scientific investigations of the Department 
of Agriculture and the colleges of agriculture, 
and the activities of county agents in dissemi- 
nating the results of their experiments. The 
object of all such work is the production of 
larger crops to the acre and to the individual 
farmer, which means that fewer workers will 
be needed on the farm to supply the wants 
of the population. It is well to cheapen fer- 
tilizer and do all this research work, for it 
serves the general interest, but only such farm- 
ers as are prompt to take advantage of the im- 
proved methods or adjust themselves to the 
results will benefit by them. The farmers who 
do not take account of them are likely to find 
themselves in a harder competitive situation 
than before the standards of agricultural effi- 
ciency were raised. 

The census bureau’s reports upon the occu- 
pation of the gainfully employed population 
of the United States indicate that the number 
of workers engaged in agriculture in 1920 was 
considerably less than in 1910, although the 
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It will be seen that according to these fig- 
ures all of the groups increased in this decade, 
except “domestic and personal service” and 
“agriculture, forestry and animal husbandry.” 
Forestry is so small a factor relatively as to 
be negligible. The agriculture group has 
been a diminishing factor relatively through- 
out the country’s history, but the 1920 census 
was the first one to show an absolute loss of 
numbers. These figures are so surprising as 
to raise a question as to their accuracy, in 
view of the fact that according to the Depart- 
ment of Agriculture the total crop acreage rose 
from 311,293,382 in 1909 to 375,637,000 in 1919, 
and the average yield per acre of all crops was 
practically the same in the two years. The 
census of 1920 was actually taken in January, 
1919, when millions of soldiers were in France, 
but this should not affect the figures for the 
agricultural population particularly. The cen- 
sus was taken in the month of January, 1919, 
instead of the month of April as in 1909, and 
possibly this may have made some difference 
in the count. However, it is probable that the 
figures, if not wholly dependable, are suffi- 
ciently accurate to indicate the trend. 

It is not difficult to understand why the 
agricultural population does not keep pace 
with growth in other industries. While the 
total population increases, individual consump- 
tion of food products does not, but the demand 
for manufactures and the varied services of 
modern life is without limit. Developments in 
agriculture constantly release workers to the 
other industries. 


Arbitrary Regulation Impracticable 
These changing conditions require constant 


adaptation to meet them. It cannot be as- 
sumed that any number of farmers may pro- 


* Page 34, Census Volume on Occupations. 
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duce any quantity of products and claim a 
fixed compensation, as implied in many of the 
arguments for legislation. It is not a situa- 
tion that can be successfully dealt with by 
governmental action or mass action by any 
overhead direction. It requires individual 
judgment and action, because some individuals 
are able to make the necessary changes more 
advantageously than others, and they are the 
ones to make them. 

Farming is a free, independent business, in 
which the individual’s success depends in part 
upon his own efficiency and in part upon the 
number of other people who choose to engage 
in the same business, and the quantity of 
products they put on the market. Obviously 
there is a difference between low prices which 
are due to temporary conditions or affect only 
particular commodities and a low general level 
persisting over years. In the latter case the 
conclusion seems to be inevitable that too 
many people are in the business. 


Railroad Charges 


A reduction of transportation charges is al- 
ways proposed as a remedy for low prices. 
Before the days of railroads it was generally 
recognized that distance, mountain ranges, etc., 
were conditions to which business must be 
adapted, but since the railroads have accom- 
plished wonders in overcoming such obstacles 
it is often assumed that if commodities cannot 
be produced in a given locality and moved to 
market at a profit, there must be something 
wrong with the railroad rates. 

Of course freight charges are a factor in 
prices and local markets are lower than the 
central markets upon which they depend, but 
it does not follow that the problem of a sur- 
plus can be solved by freight reductions to 
competitive markets. A surplus makes a 
buyer’s market, in which neither production 
costs nor transportation costs are decisive for 
the moment. If transportation costs are cut 
to aid one country or locality to undersell 
others, they probably will be cut to give the 
others an equal show, and the result may be 
increased pressure on the central markets, with 
larger visible supplies and lower prices every- 
where. To cut transportation charges to un- 
remunerative levels is not a permanent rem- 
edy for low prices and in the case of a tem- 
porary surplus it is better that supplies should 
not pile up in central markets. 


Railroad charges are forbidden to be exces- 
sive and are supervised by a public authority. 
If they are no more than adequate to main- 
tain the transportation system in a state of 
efficiency they should not be reduced to help 
out a situation which cannot be corrected in 
that way. It is not a mere question of choice 
as to which should bear a loss, but of sound 
economic policy serving the general interest. 
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The seat of the trouble is in the surplus, which 
nobody is interested in maintaining, whereas 
everybody is interested in maintaining railroad 
service. 

The Marginal Producer 


In the long run the consumer pays all nec- 
essary costs from the producer to his own 
door, for not one individual will continue his 
services unless paid to do so. When a surplus 
appears, however, there is a competitive situa- 
tion, and the high cost product, be it so by 
reason of freight charges, poor soil or other 
causes, is at a disadvantage. The market does 
not need to be high enough to maintain this 
part of the supply, and the price becomes un- 
remunerative to this section of the producers. 
They naturally turn their attention to some- 
thing else and the surplus is eliminated to the 
advantage of the entire situation. 

This is the way the economic law disposes of 
a surplus, the root of unremunerative prices. It 
places the responsibility for the surplus upon 
the producers who are most unfavorably situ- 
ated for what they are trying to do, and who 
really have nothing to gain for continuing that 
particular work. They are misplaced, can do 
better at something else, and it is a mistake to 
offer artificial inducements at the expense of 
the railroads or anybody else to keep them do- 
ing something that in the general interest 
ought not to be done. 

There is plenty of work for everybody in 
the right place; the endless wants of the popu- 
lation assure that. The problem is to get 
everybody into the place where his labors will 
count for most in the general system of in- 
dustry. This is accomplished by allowing 
economic conditions to govern. The entire 
industrial organization is kept in balance and 
adapted to changing conditions by economic 
inducements and economic pressure. Pros- 
perity is a state of balanced industry. 

It is true that in the fluctuating conditions 
which exist in agriculture it is not always easy 
to determine who is the marginal producer 
over a term of years, and therefore bears the 
responsibility for the surplus. In 1923 it might 
have been said that the marginal producer of 
wheat was in North Dakota, but in 1924 wheat 
was a profitable product in that state. Busi- 
ness in all lines has to deal with like problems, 
the answers to which cannot be given off 
hand. Agriculture has the risks of weather 
and markets, which go together and cannot be 
separated or altogether eliminated. They have 
to be reckoned with and minimized as far as 
possible, and this is the strong argument in 
favor of diversification. It is very seldom that 
all crops fail or that low prices prevail for 
everything, and good business men usually 
direct their policies to securing a good aver- 
age. If, all things considered, the average 
prices of farm products are persistently un- 
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remunerative, it is safe to say that legislation 
affords no remedy. It is time then for the 
marginal producer to hunt a better job. 


Readjustments in Process 


The corn and hog situation has illustrated 
the natural play of economic forces over several 
years. In 1921-22, corn, under the influence of 
several large crops and a limited demand for 
feeding purposes, was depressed and hogs 
were profitable. This stimulated hog produc- 
tion, which was carried too far, slaughterings 
passing all previous records in 1923 and 
1924. Prices gave way under the load, 
the farmers applied the corrective, sending 
sows to slaughter in such numbers that the 
crop of pigs in the Fall of 1924 fell off about 
22 per cent. The short corn crop of 1924 
caused the marketing of immature animals, 
and although hog prices began to rise last 
Summer heavy receipts retarded the move- 
ment. The past month, however, the scarcity 
resulting from premature marketing. and re- 
stricted breeding appeared, and hogs rose 
about $4 per hundred weight. Only 147,000 
hogs were received on the Chicago market in 
the week ended March 14, against 206,000 in 
the corresponding week last year. Sales are 
now averaging about $13 per hundred weight 
in Chicago, as against about one-half that 
one year ago. Hogs are on a profitable 
basis and yield high prices for corn, but there 
is danger that there will not be hogs enough 
to consume the corn supply. Thus over and 
over again the lesson is driven home that the 
law of supply and demand governs, and that 
it is part of the producer’s task to keep pro- 
duction properly balanced. If he cannot do it, 
nobody can. 

Cattle were unfavorably affected in 1923-24 
by the low prices for hogs and the depression 
was prolonged by the short corn crop, which 
discouraged feeding operations. In recent 
months the cattle markets have shown im- 
provement, and the opinion prevails that this 
year will bring better prices to the cattle in- 
dustry. 

One good sign is better prices for hides, 
resulting from the depletion of the excessive 
stocks of hides and leather held in 1920. An- 
other is better reports from breeders generally, 
as collected by the Breeder’s Gazette, of reviv- 
ing sales of breeding animals. 

It is a deplorable fact that recovery has 
been so long delayed that few cattle-men who 
were heavily involved have been able to sur- 
vive the ordeal, but the industry undoubtedly 
is on the up-grade. 


The Sheep Industry 
On the other hand a graphic account of con- 
ditions in the sheep industry is given in the 
following extract from a recent letter written 
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by Mr. G. H. Butler, vice president of the 
Western Live Stock and Loan Company of 
Salt Lake City: 


Sheep are at a great premium. The market is a 
little high, but this fact is offset by the tremendous 
shortage. Lambs yet unborn are being contracted as 
high as twelve cents a pound for October delivery. 
Ewe lambs fed over the present winter, to be de- 
livered on the ranges in the spring, trade for as 
high as Thirteen Fifty with their wool upon their 
backs. There is nothing in sheep from an unborn 
lamb to a toothless, old “Dollie” that is not eagerly 
sought, and a large percentage of this trading stuff 
have their future homes all planned out for months 
ahead. For weeks the fat Chicago lamb has held 
steady around eighteen cents a pound. In the West 
young breeding ewes sold in December at Fifteen 


Dollars. As the cropping season approaches, the 
price naturally stiffens. 


The secret of the extreme bouyancy of sheep is the 
demand for mutton products. The great bulk of the 
coming crop of wool has been contracted at prices 
rising steadily from forty to fifty cents. The statis- 
tic position of wool throughout the world is favorable 
to wool. Dealers in wool and feeders of lambs this 
season will make such handsome profits that the de- 
mand in the coming weeks is going to be well-nigh 
insatiable. The object of the grower, now that his 
wool is being readily contracted and his lambs could 
be at the slightest nod of his head, is so to handle 
his flocks as to get the maximum quantity of each. 


Evidently there has been a want of proper 
adjustment between cattle and sheep, although 
four years ago the situation as to sheep was as 
bad as that for cattle. The recovery in sheep 
came much faster and this has been the case 
all over the world, due in part to the exhaus- 
tion of the wool stocks held by governments at 
the close of the war and in part to strong de- 
mand for lamb meat. With the complete dis- 
persion of the wool holdings of the British- 
Australian Wool Realization Association. in 
which the British government was dominant, 
wool prices soared, and are now on the various 
grades 25 to 50 per cent higher than a year ago 
in London. Within recent weeks the market 
has weakened under the protest of woolen 
goods dealers and manufacturers, who claimed 
that consumption was being curtailed by the 
high price. The number of sheep in the world 
is estimated by authorities at somewhat below 
that of pre-war years. The absorption of the 
official stocks indicates that consumption has 
been exceeding production, but statistics upon 
the subject are not very authoritative. The 
situation of growers in the United States is 
strengthened by the protective tariff and the 
growing domestic demand for mutton. 

While the sheep industry seems assured of 
a good position for several years to come, it 
is not out of place to refer to the plight of the 
cattle-growers resulting from too much indebt- 
edness. A gradual increase of the flocks is to 
be desired, but the position of the industry 
would be weakened by running up prices and 
increasing the body of indebtedness against it. 
This country produces only about one-half the 
amount of wool it consumes and many states 
might profitably increase their flocks of sheep. 
but it should be done without undue stimulus. 
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The Horse Association of America, Union 
Stock Yards, Chicago, reports active bidding 
at recent sales of heavy draft horses and mules. 
Work horses under 1,800 pounds cannot be sold 
at prices remunerative to the breeder, and there 
is no prospect of improvement for this class. 


Live Stock Statistics 


In a recent address, Mr. A. D. White, of Chi- 
cago, representing the American Meat Packers’ 
Institute, made the following statement: 

“In 1885 we had the interesting coincidence, that 
while our human population was about 60,000,000, the 
number of cattle was about 60,000,000, the number of 
sheep approximately 60,000,000, and the number of 
hogs also about 60,000,000. That is, there was a steer, 
a sheep, and a hog for every man, woman and child 
in the country. On January 1 of the present year 
there was one steer and one hog for each two in- 
habitants and one sheep for each three persons. 

“Leaving exports out of the question and taking 
the figures just given at their face value, we have 
today, for every person in the country relatively only 
about one-half the number of meat animals that was 
the case 40 years ago. But the figures are by no 
means so startling as they may appear. The reason is 
that improved methods of breeding and feeding have 
hastened the maturity of meat animals, so that there 
is a more rapid turnover of live stock produce. Thus 
the same number of animals today would really rep- 
resent a larger meat supply.” 


This statement is pertinent to the com- 
ment above touching the competitive position 
of the producer who does not keep up with best 
practices. The producer who matures a beef 
in three vears is not in the game with a pro- 
ducer of “baby” beef. Apropos of this, here 
is a recent news item from an Iowa paper: 

Harlan, Ia,, March 9.—Three litters containing 
twenty-two pigs, farrowed in September, were mar- 
keted in South Omaha by Elliot Morris, that average 
199 pounds each and brought $13.10 per cwt. Elliot 
Morris is a Harlan high school boy, living 3% miles 
from Harlan. He has been a member of the Shelby 
County Pig Club three years and apparently learned 
something about raising and feeding pigs, in order to 
produce 200-pound pigs at an age of less than 6 
months. 

Total meat consumption per capita in the 
United States in 1924 was almost precisely the 
—_ as in 1885, to wit, 164.9 pounds against 

65. 
The Dairy Industry 


The number of dairy cows in the United 
States January 1, 1925, was estimated officiall 
at 25,300,000, against 24,800,000 January 1, 
1924, an increase of about 2 per cent. Last 
Summer was an unusually favorable Summer 
for milk flow, and an unusually large supply 
of butter was placed in storage, which had the 
effect of depressing the price and caused some 
talk about the dairy industry being overdone. 
The storage stock has been reduced rapidly in 
recent weeks and the price has been recovering. 
It is now about 4 cents per pound higher than 
one year ago. 

Some idea of what the up-to-date cow is 
doing is afforded by the following: 


Sumner, Ia., March 10.—Ida Mercedes Walker Segis 
girl, pure-bred Holstein cow, finished a record Feb. 


21 of 1,035.7 pounds of butter and 23,749.4 pounds of 
milk in 365 days on test. She averaged eight gallons 
of milk and 2.84 pounds of butter every day on test. 
At 8 cents a quart for milk her product was worth 
$886.64. Her feed bill was $181. 


Of course that only shows what can be done, 
and is not a fair criterion of ordinary perform- 
ance. But the report of the United States 
Tariff Commission which has been investigat- 
ing the cost of producing butter in Denmark, 
for the purpose of determining whether the 
farmers of this country need more than 8 cents 
per pound tariff protection against the farm- 
ers of that country, shows that the average 
amount of milk produced per cow on farms in- 
cluded in the farm cost investigation in Den- 
mark was 6,628 pounds in 1921-22 and 6,590 
pounds in 1922-23. The butter production for 
these farms was 268 pounds per cow in the 
year 1921-22 and 270 in the year 1923-24. The 
milk production on the farms in several mid- 
dle western states of the United States in- 
cluded in the investigation, ranged from 2,928 
pounds per cow in Nebraska to 5,227 in Michi- 
gan, and butterfat production from 107.5 per 
cow to 202.8, in the same states, as follows. 


Pounds Per Cow One Year: 
Milk 
5,116 
4,988 
4,395 
§,227 
2,928 
4,558 
4,481 


4,708 


World Meat Markets 


The most notable expression of opinion upon 
the world meat situation which has come to 
our attention since the slump of prices in 
1919-20 is by Messrs. Weddel & Co., Limited, 
London, important factors in the frozen meat 
trade. It appears in their 37th annual review, 
covering 1924. What it says of increasing con- 
sumption on the continent is significant: 


In the later months of 1924 the position of the 
world’s meat supplies underwent a complete change, 
the significance of which, although clearly realized 
within the meat trade itself, has so far been only 
vaguely apprehended by the public. In its simplest 
manifestation, the change took the form of an in- 
crease of over 100 per cent in the cost price of live 
cattle in the Argentine Republic; but that may be 
taken as a clear indication that at last over-produc- 
tion of cattle has come to an end, and, for the time 
being, the world’s demand for beef has overtaken the 
supply. This situation, add Messrs. Weddel, has been 
brought about partly through some slackening off in 
production, on account of the unremunerative prices 
obtainable by stock-raisers for cattle during the past 
few years, but chiefly as a result of the enormous 
expansion which has taken place recently in the 
Continental demand for frozen beef. 

Last year the Continent absorbed 450,000 tons of 
beef from overseas, a quantity equal to 75 per cent. 
of the beef imports into Great Britain. These sup- 
plies were drawn from Argentine, Uruguay, Brazil, 
Australia, New Zealand, and South Africa, and, having 
regard to the leaner quality of meat called for by the 
Continental taste, the prices realized were fully equal 
to the values ruling in London. To the cattle-raisers 
in the producing countries, who had for several years 
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been struggling to make ends meet, owing to the low 
prices ruling for beef, the extra outlet has proved to 
be a veritable god send, but the British consumer is 
likely to regard this diversion of supplies with con- 
siderably less enthusiasm. 


From all appearances supplies of imported meat 
during the coming year will be none too plentiful. 
As regards home supplies there is no indication from 
the statistics of live stock that any material altera- 
tions in the supply will take place in the coming 
year. Apart from any unforeseen political or indus- 
trial disturbances, and assuming that there will be no 
material reduction in the Continental demand for 
meat, the average prices of most descriptions of im- 
ported meat should be higher than in 1924.” 


The Grain Markets 


The wheat market has been the scene of fire- 
works in the past month. After a decline of 
about 28 cents per bushel from the top price of 
the year, which was registered in January, the 
price recovered to $2.02 on March 2nd, then 
suffered a succession of sharp breaks until on 
March 17 it touched $1.51. Then it turned up- 
ward, and at this writing is about $1.65. 


There was nothing in the market news to 
explain this decline ; on the contrary, statistical 
developments have tended to support the claim 
that wheat supplies will be short before the 
new crop it available. The government report 
of farm stocks in the United States March Ist 
was 113,928,000 bushels, and including all 
stores, the supply March Ist was about 50,000,- 
0CO bushels less than on March 1, 1924. Allow- 
ing exports, domestic consumption and seed re- 
quirements to be the same as last year it es- 
timates that the carry-over July Ist will be 
about 51,000,000 bushels, against 101,000,000 
last year. Exports, however, have been run- 
ning above last year’s and the average carry- 
over for 15 years, barring war years, has been 
about 90,000,000. The lowest carry-over on 
record according to Russell’s Commercial Re- 
view, was March 1, 1918, “when the country 
was on substitute rations and stocks of flour 
at some of the leading points was down to a 
few days’ supply.” 

Although last year’s crop was a large one— 
75,000,000 bushels larger than that of the pre- 


vious year—the farmers were sold out more- 


completely on March Ist than has been the 
case in the last twenty-years, excepting 
1917 and. 1918, when farm reserves were 
100,650,000 and 107,745,000 respectively. It is 
noteworthy that the farmers sold on a rising 
market, which began to go up before any of 
the crop was harvested, reached the peak in 
January and was at $2 per bushel on March 
Ist, when they were sold down almost to their 
requirements for seed. The movement was an 
exceptionally rapid one, perhaps accelerated 
in some degree by the advice of the political 
leaders who represented that the rise was due 
to Wall Street manipulation to elect Coolidge. 

Exports from Australia and Argentina have 
been running very high, and the critical ques- 
tion is how long can they keep it up? The 


theory of the bulls has been that those ship- 
ments would soon decline and that the United 
States and Canada would have to supply the 
needs of the importing countries for the re- 
mainder of the season. The average imports 
throughout the year in 1923-24 were 65,000,000 
bushels per month. How much Europe has in 
stock nobody seems to know, but there are only 
ten or twelve more weeks until new wheat will 
begin to come to market in the United States. 
This is the overshadowing fact that tries the 
stamina of wheat-holders, despite their figures. 
Apparently supply and demand are closely 
balanced, and it must be considered that with 
wheat at a high level and the new crop only 
a few weeks away, stocks of wheat and flour 
everywhere will be reduced to the minimum. 

With the situation on the old crop as it is, 
the prospects for the new crop become a fac- 
tor in present prices. The winter wheat crop 
in the southwest has been reported suffering 
from drought, and reports of rain are said to 
have been one factor in the price decline. No 
substantial relief has come as yet. The 
Department of Agriculture estimates a prob- 
able increase of about 14 per cent in the Spring 
wheat area, which however would mean only 
about 30,000,000 to 35,000,000 bushels. 

The price of corn also has suffered a heavy 
decline, influenced in part no doubt by the de- 
cline in wheat, but in part by increasing visible 
supplies, which on March 14 aggregated 
36,000,000 bushels, against 26,000,000 last year. 
The country has economized stringently in the 
consumption of corn, and the pig crop has 
been so ruthlessly sacrificed that the question 
is raised whether the policy has not been over- 
done. Stocks of corn on farms March 1 are 
estimated to have been about 801,000,000 
bushels, against 1,100,000,000 last year. Com- 

aring crops and stocks in the two years it 
Cake as though consumption to March 1 had 
reduced by about one-half the amount of the 
crop shortage. 

The visible supply situation is worse for 
oats than for corn, stocks on March 14 being 
72,500,000 bushels, against 19,240,000 last year. 
The record visible has depressed the price un- 
til it is lower in comparison with corn than 
ever before. The estimated stocks are 167,500,- 
000 bushels larger than last year, and compar- 
ing the crops of the two years this indicates 
that consumption to March Ist was about 
78,500,000 larger than last year. 


Criticism of the Grain Exchanges 


As is usual when prices fall, the grain ex- 
changes come in for criticism. It is certainly 
true that the markets have been wild and that 
such markets and conditions are very un- 
desirable. The exchanges, however, have 
had nothing to do with the prices, except as 
they have afforded the facilities for trading. 
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These facilities have made possible the large 
volume of operations. Without them thou- 
sands of individuals who did not have storage 
facilities of their own could not have made the 
purchases which were largely influential in 
putting the grains up, or the sales which were 
responsible for the decline. Unquestionably 
there are some disadvantages incidental to 
having large public participation in the mar- 
kets. The public is very likely when excited 
to run to extremes, first one way and then the 
other. 

The professional speculator or dealer who 
makes a study of supply and demand condi- 
tions and operates within his capital exerts a 
stabilizing influence in the market, but this 
is not true of most of the casual speculators 
who are attracted to the market by rising 
prices and reports of big profits. The experi- 
enced trader generally wants to get out of the 
market when the impromptu speculators come 
in, for he regards them as dangerous com- 
pany. They make, what are called “runaway 
markets,” i. e., markets that are not guided 
by intelligent calculation and that eventually 
bring up in a crash. It is evident that every 
rising price movement must culminate sooner 
or later. The prudent and well-informed hold- 
ers begin to get out, prices begin to sag, and 
if the market is largely in the hands of over- 
extended speculators it is likely to collapse like 
a house of cards. The “short” sellers of course 
are on hand to assist in the undoing. They are 
on the look-out for just such situations. 

However, the alternative to a market in 
which the public participates largely is one in 
which there are comparatively few buyers. 
Which is best for sellers? The grain crops 
come on the market rapidly after harvest, and 
so long as this is the case a broad market in 
which participation is open and free is more 
likely to carry the load without depression 
than a market of limited participation. The 
features of which complaint are made are in- 
cidental to a broad market of ample facilities. 
In view of the small amount of wheat remain- 
ing in farmers’ hands as shown by the govern- 
ment report, the wheat producers certainly 
have not suffered at the hands of the grain 
exchanges in the past year. 


The Cotton Crop 


The final census bureau report of ginnings 
on the 1924 cotton crop shows 13,618,757 500- 
pound bales, which exceeds the December es- 
timate of the Department of Agriculture by 
about 465,000 bales, and compares with 10,- 
139,671 in 1923-24. The final figures for Texas 
are 4,951,999 bales, the western part of the 
state having exceeded expectations. North 
and South Carolina both showed up better 
than the December estimate, the former by 
58,000 and the latter by 56,000 bales. 
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The ginning figures did not immediately af- 
fect the cotton market, the weekly reports 
having indicated about what the total would 
be, but they were not without influence in the 
goods markets, where buyers are extremely 
cautious, and this in turn has weakened the 
support for cotton. The strength of raw cot- 
ton has been in the steady diminution of stocks 
and favorable news from foreign cotton ‘goods 
centers. Exports since August lst are now ap- 
proximately 6,800,000 bales, against about: 4,- 
650,000 to this time last year. The domestic 
cotton goods industry is in an unsatisfactory 
state, but consumption is fairly large, 550,000 
bales in February against 508,000 in that 
month last year. That rate of domestic con- 
sumption and exports if maintained would call 
for considerably more cotton than there is to 
be had, but European stocks are now 1,200,000 
bales above what they were last year at this 
time, and having accumulated these reserves 
foreign spinners are not dependent upon cur- 
rent purchases. 

The prospect of repeating last season’s crop, 
which was the largest since 1914, is unfavor- 
able to date. Texas is without the moisture in 
the soil which is thought usually necessary for 
a full crop, the southeast is backward and the 
survival of boll weevil is thought to be large. 
The price is about 25 cents and has been 
as high as 2644 in the past month. The cotton 
goods trade insists that higher prices will 
limit consumption and the speculative element 
is wary of the market on that account. 

The statistical position of cotton is strong, 
and with consumption increasing over the 
world there seems to be every reason to an- 
ticipate that the growers will receive a re- 
munerative price for the new crop. Exports 
from the United States to the several countries 
in the period from August 1, 1924, to March 
20, 1925, and for the corresponding weeks of 
the years 1923-24 and 1922-23, were as follows: 








Exported to— 1924-25 1923-24 1924-25 
Great Britain, bales.. 2,242,955 1,469,269 1,216,909 
Germany 1,565,2 977,282 718,800 
France ... 587,545 §23,259 
Italy  ......... 413,219 388,202 
IIE nissinsdnacienehecessaeeods 18,631 290 
Japan and China...... 773,415 497,174 446,814 
CFO scsieicectcstncrticnnetio 663,564 466,344 493,017 

EEE. . -cccssasesnsnenapannenio’ 6,657,464 4,429,464 3,787,321 


These figures indicate what the recovery of 
Europe means to the cotton-growing states, 
and why these states may be expected to play 
their part in making the United States pros- 
perous. 


The Price Problem 


Representations as to the difficult conditions 
with which the farmers have to contend usu- 
ally carry the idea that the other industries 
have an ability to control production ana 
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prices which makes their problems compara- 
tively simple and easy to manage. There is 
a constant assumption that price instability 
exists nowhere but in the markets for farm 
products, although an examination of other 
prices would readily show that this is not the 
case. A leading newspaper of the middle 
west, appealing for action for the stabiliza- 
tion of farm products, particularly corn, cites 
“the steadiness of oil” as an example of the 
stability desired. Now the fact is that fluc- 
tuations in oil and its products in recent years 
have been as great as in perhaps any other 
commodities that can be named. Gasoline is 
usually represented as under more effectual 
control than crude oil, and the mid-continent 
field is as good a place as anywhere to examine 
the market record. The stability of gasoline 
prices may be judged by the changes in tank 
wagon quotations in Oklahoma City from De- 
cember 31, 1923, to February 16, 1925, as shown 
below. These do not include the tax, which 
varied during the time, but was always added: 

Price per 
DateofChange Gallon 


December 31, 1923 12 
January 14, 1924. 14 
January 21, 1924. 15 
February 11, 1924 17 


Price per 

Date of Change Gallon 
September 22, 1924 9.5 
November 24,1924 11.5 
January 19, 1925.. 12.5 
January 26, 1925.. 13.5 





April 21, 1924........ 16 February 2, 1925... 14.5 
May 26, 1924.......... 14 February 9, 1925.. 15.5 
July 14, 1924......... 13 February 16, 1925 16.5 


August 18, 19 


A drop from 17 to 9.5 from April 21 to Sep- 
tember 22, or 44 per cent in five months, beats 
anything that corn has done in the past year. 
Although the industry has been burdened with 
over-production for several years, and there 
has been general agreement that it was ruin- 
ous to make prices for crude that would en- 
courage further exploration, the rivalry of the 
refining companies has been so keen that at 
every symptom of diminishing production the 
struggle for crude supplies has been renewed. 
Within two months from the first of this year 
the price of crude in the mid-continent field 
advanced 53 per cent. 





The Sugar Refining Industry 


The American Sugar Refining Company is 
often referred to as the “sugar trust,” and in 
the recent debate in the United States Senate 
over the nomination of the Hon. Charles B. 
Warren as Attorney-General it was declared 
to be “one of the most offensive and oppressive 
trusts with which the American people have 
been familiar.” It is the largest sugar-refining 
company in the country, employing a capital 
of about $162,000,000, on which a return of 
6 per cent would be $9,720,000. The years 
1920 and 1921 were notoriously bad years in 
the sugar business and this company had net 
earnings in the first year of $1.800.000 and a 
loss in the second of $2,177,000. The report 
of the directors to the stockholders, of whom 








there were 25,747 at the date of the annual 
meeting March 11, 1925, refers to the results 
of the business in 1922 and 1923 as well as 
1924. It says: 

In 1922 we refined 1,650,000 tons of raw sugar at a 
profit of $10,083,832.55. In 1923 we refined 1,162,000 
tons at a loss of $1,693,070.01. In 1924 we refined 
1,162,622 tons at a loss of $327,637.38. The loss on re- 
fining operations again was caused by the frequent 
fluctuations of prices of raw sugar, with a downward 
trend of prices throughout the greater part of the 
year. Again during the year there were 115 changes 
in the price of raw sugar. The extreme fluctuation 
was less than in 1923, but even then was 2.8125 cents 
per pound during the year which again is greater 
than the extreme fluctuation of the 10 years before 
the war taken as an entirety. In other words, in 1924 
as in 1923, the Company faced the price extremes of 
a@ 10-year pre-war period. For a large part of the 
past year it was impossible to purchase raw sugar, 
convert it into refined sugar and dispose of it except 
at a loss. 

Incidentally it may be added that the aver- 
age New York price of granulated sugar in 
barrels or in 100-Ib. bags in 1914 was 4.7 cents, 
and the average for the five years 1909-13 was 
4.9 cents. Making allowance for the increased 
duty on raw sugar now in effect, the average 
price of refined sugar in barrels or in 100-Ib. 
bags in New York in February, 1925, would 
be 5 cents per pound to the refiner, or prac- 
tically the same as for the year 1914, although 
all operating costs have increased along with 
the costs of doing business generally. The 
price of refined sugar today is even less than 
the February average, being 5.78 cents per 
pound net cash, or 4.97 cents after allowance 
for increased duty. Applying Fisher’s index 
of commodity prices for the week ended March 
21, 1925, which was 162.2, thus allowing for 
the change in the purchasing power of money 
and allowing also for the change in duty, the 
average February price of refined sugar in 
New York would be equivalent to 3.13 cents 
per pound in 1914, or 1.57 cents lower than the 
price then prevailing. 

This is the record of earnings and price- 
control over a period of five years by what is 
reputed to be one of the most masterful trusts 
in the country. 


The Textile Industries 


The American Woolen Company is the lead- 
ing factor in the woolen goods industry in 
this country, owning a large number of mills 
and employing a capital of $142,000,000. The 
result of its operations for 1924 shows a def- 
icit of $6,944,000 before the payment of divi- 
dends on preferred and common stocks. Divi- 
dends have been maintained on the preferred 
stock out of previously-earned surplus, but 
were suspended on the common stock in Sep- 
tember, in view of the poor earnings. The re- 
sults of this company’s operations are typical 
of general results in the woolen and worsted 
industry last year. 

The cotton goods industry experienced sim 
ilar conditions. The Amoskeag Company, 
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which is as well known as the American Wool- 
en Company, had a deficit in 1923 and sus- 
pended dividends in 1924. Its report for the 
past year has not yet appeared. B. B. and R. 
Knight & Co., Inc., of Rhode Island, one of the 
oldest and best known of the cotton goods 
companies, manufacturers of “Fruit of Loom,” 
a long established and popular brand, together 
with its subsidiaries had a net loss in 1924 of 
$4,148,110, and failing to meet the interest on 
its funded debt, a protective committee for the 
bondholders is now participating in the man- 
agement. The Consolidated Textile Company, 
which owns Knight & Co., and also owns 
mills in the South, showed a net loss of 
$2,027,615, not including its interest in Knight 
& Co. This company’s profits in 1923 were 
only $54,073. Other dividend suspensions 
might be named, but these are significant of 
the stress of conditions in which the industry 
has been involved for the last two years. 
There has been practically no time during the 
past year in which raw material purchased at 
current prices could be converted into cotton 
goods at prices simultaneously prevailing and 
show any profit to the manufacturer. The 
conditions have been so general and well- 
known that the textile unions in New England 
have accepted a wage-reduction of 10 per cent. 
In the case of The Amoskeag Company this 
was a temporary arrangement to April 1, 1925, 
which has been recently renewed for six 
months. 
The Coal Industry 


The coal industry is another in which prices 
are demoralized to a point where only the for- 
tunate few are realizing any profits. The cor- 
respondence recently published between War- 
ren S. Stone, Chief of the Brotherhood of Lo- 
comotive Engineers, and Mr. Lewis, head of 
the United Coal Miners, over wages in mines 
owned by the Brotherhood’s investment cor- 
poration, was definite evidence upon the situa- 
tion. The Consolidation Coal Company, one of 
the most important corporations conducting 
mining operations in the Pennsylvania, Mary- 
land and West Virginia fields, has recently 
given its stockholders a statement of results 
in 1924, which financially were a net loss of 
$1,387,723 from operations and $2,125,650 after 
depreciation, depletion and taxes. Pittsburgh 
Coal Company, with an investment of approxi- 
mately $164,000,000 and a gross income of over 
$44,000,000, had net income after payments of 
interest on about $11,500,000 of indebtedness, 
of $281,887, or less than two-tenths of 1 per 
cent on the net investment. The year was the 
worst in the company’s history, and next to 
the worst for the Consolidation Company. 

The troubles of these two big companies 
were largely due to the fact that they paid 
the union scale while competitors were oper- 


ating with non-union labor. Current prices for 
bituminous coal now average about 70 per cent 
of those prevailing in August, 1922, 

This showing might be extended to the steel 
companies, most of whom worked on very 
narrow margins of profit last year, to the 
shoe and leather industry, in which wage re- 
ductions were accepted by organized labor in 
Massachusetts after arbitration before the state 
authorities, and to most of the industries mak- 
ing the principal commodities of consumption. 
In all of them there is evidence of keen com- 
petition, of inability to control prices, and of 
the necessity for employing the most improved 
methods in order to even stay in the field. The 
law of the survival of the fittest is quite as 
imperative throughout industry as it is in 
agriculture. 


Isle of Pines Treaty 


The Isle of Pines treaty, which has been 
before the Senate since 1904, was ratified dur- 
ing the special session of the Senate which 
convened March 5th, thus clearing up an un- 
settled situation left over from the war with 
Spain which threatened to be a lasting source 
of irritation in our relations with Cuba. The 
treaty of peace with Spain did not clearly 
settle the status of the island, and the Platt 
amendment to the army appropriation bill of 
1903, which set up the independent govern- 
ment in Cuba, provided that the disposition 
of the Isle of Pines should be determined by 
a treaty, to be negotiated in the future. If 
the Congress had been clear that the Isle of 
Pines was ceded to the United States by 
Spain, as was the case of Porto Rico and isi- 
ands adjacent thereto, this provision for de- 
termining the title would not have been made. 
Evidently the possibility that treaty negotia- 
tions might give it to Cuba was contemplated, 
and such was the result. Delay in ratification 
or refusal to ratify could settle nothing. 

The fact that the Isle of Pines was politi- 
cally a part of Cuba and the population prac- 
tically all Cuban at the time the Spanish au- 
thority was withdrawn, was the moving 
influence in determining the policy of the 
Roosevelt administration in negotiating the 
treaty and of the Wilson, Harding and Coo- 
lidge administrations in subsequently endors- 
ing it. The vote of ratification In the Senate, 
64 to 13, shows that the government of the 
United States has been practically unanimous 
on the subject, notwithstanding the delay, 
which has been due to dilatory tactics familiar 
in legislative bodies. 

The Pan-American Society of New York, 
at a meeting held on March 5th adopted the 
following resolution on the subject, which we 
believe is representative of the sentiment of 
the New York business community and the 
general public: 
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Whereas, a treaty between the United States and 
Cuba definitely fixing the status of the Isle of Pines 
was negotiated in 1904, pursuant to an act of the 
Congress of the United States, and the said treaty 
has had the approval of every administration in 
authority at Washington in the intervening time, and 
has been three times favorably reported to the Senate 
by its Committee on Foreign Relations, but has not 
been acted upon by the Senate; and 

Whereas, an indefinite period of uncertainty as to 
the status of the Isle of Pines is a continuing source 
of controversy and irritation, and the object for 
which this Society exists is the promotion of good 
will and good relations between the United States 
and the countries of Latin America; therefore 

Be It Resolved, That in the interest of justice and 
as an act consistent with the high purpose of the 
United States to establish the sovereignty of the 
Cuban people over all the territory historically iden- 
tified with Cuba, we respectfully urge the ratification 
of the pending treaty. 

It is gratifying to note that the comments 
of the press of Latin-America upon the rati- 
fication have been in a most friendly spirit. 
La Nacion, of Buenos Aires, refers to it as the 
most significant of recent events in its bear- 
ing upon Pan-American relations, because “it 
definitely and effectively means recognition of 
the rights of the weak.” It goes on to say: 

We have believed in the efficacy of the Monroe 
Doctrine and in the purity of the idealism of Wilson. 
The difficult moments have not distorted our vision 
nor disturbed our serenity. We knew the great na- 
tion was acting in good faith its role of champion of 
liberty and justice. As in the tragic hours of the 
war, we are able to affirm with renewed satisfaction. 
Here is the proof. 

President Zayas, of Cuba, while expressing 
gratification over the end of the controversy 
declined to express surprise, saying that he 
was “fully aware of the spirit of justice of the 
American people.” President-elect Machada 
is glad that his administration will start with 
this important problem solved, but he, too, 
“never had any doubts regarding the ratifica- 
tion of the Hay-Quesada treaty.” 

The treaty provides that citizens of the 
United States who at the time of the exchange 
of ratifications thereof shall be residing or 
holding property in the Isle of Pines shall 
suffer no diminution of the rights and privi- 
leges which they have acquired prior to that 
time; that they may remain there or remove 
therefrom, retaining in either event all their 
rights of property, including the right to sell 
or dispose of such property or its proceeds, 
and that they shall also have the right to carry 
on their industry, commerce and professions, 
being subject in respect thereof to such laws 
as are applicable to other foreigners. 


European Affairs 





In Europe interest centers on the negotia- 
tions between Great Britain and France, hav- 
ing view to a special agreement between these 
two nations and Germany as to boundaries 
between France and Germany. The proposed 
agreement conforms to the Versailles treaty, 
but is calculated to reassure France by reason 
of the voluntary nature of the action of Ger- 





many and the fact that it gives the guaranty 
which France has wanted from Great Britain. 
The British Government does not propose to 
enter an agreement particularly guaranteeing 
France against German aggression, but it has 
indicated a willingness to accept the assur- 
ances that Germany offers, and join in a tri- 
partite agreement for the maintenance of the 
existing boundary. The great promise of the 
movement lies in the voluntary approach of 
Germany to Great Britain with the proposal. 
Understanding the distrust with which France 
regards her direct advances, Germany turns to 
Great Britain with explicit assurances of her 
intent to regard the present boundary as fixed 
forever, and proposes as a means of establish- 
ing mutual confidence that Great Britain shall 
practically underwrite a new agreement be- 
tween the two countries immediately concern- 
ed. Great Britain would virtually agree to 
maintain the peace between them, or at least 


‘to protect the territorial integrity of either 


against the other. Furthermore, the tripartite 
agreement would doubtless include the en- 
trance of Germany into the League of Na- 
tions, which would mean that the League be- 
came a party to it, and that the obligatiqns 
ran to the League and all its members as well 
as from the three members of the regional 
compact to each other. 

The most serious difficulty which the pro- 
posal encounters relates to the eastern bound- 
ary of Germany, as to which that country 
frankly expresses a hope of future readjust- 
ment, by peaceful negotiations. Great Britain 
is not willing to guarantee all the boun- 
daries fixed by the Versailles treaty, but 
on the other hand France does not see her way 
to distinguish between them or to take any 
action which might imply that the settlement 
of the eastern boundaries could be reopened. 
Of course the tripartite agreement would not 
mention the eastern boundaries at all. 

The French financial situation continues un- 
der stress, with the Bank of France close to the 
legal limit of its note issues, and more or less 
nervousness manifest as to impending internal 
government maturities, which are large this 
year. The danger is in increased currency is- 
sues to meet these maturities. The budget 
situation apparently has been improved in the 
Senate Committee by considerable reductions 
upon the side of expenditures. Only when the 
budget is definitely balanced and it is demon- 
strated that the French people intend to sup- 
port their government in this policy, and carry 
the present volume of outstanding issues, will 
the danger of inflation be passed. 

In a condensed review of European condi- 
tions in our January Letter brief reference was 
made to the Belgian budget for 1925. More 
complete information since received shows that 
the ordinary expenditures, including the 
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charges of the public debt, not excepting the 
charge of all loans for reconstruction purposes, 
balances, with an estimated surplus of 21,000,- 
000 francs. The budget of the railroads like- 
wise balances. The reparation receipts antici- 
pated under the Dawes plan as per agreement 
at the recent Paris conference, will be sufficient 
to cover all expenditures on account of recon- 
struction work during the current year. It ap- 
pears also from the statement of the Prime 
Minister to the Senate that reconstruction 
work will be completed in 1926 and that from 
the beginning of 1927 all the Belgian share of 
the German annuities will be devoted to ac- 
celerating the amortization of the public debt. 
Thus not only current expenditures but the 
outlays on account of reconstruction are from 
now on definitely provided for from assured 
income. There will be no further recourse to 
loans, except as may be for capital investment 
destined to be productive, which in 1925 will 
reach the approximate sum of $38,500,000. 
The London Times, in recent comments upon 
the subject, makes the statement that “of all 
the continental countries involved in the war, 
Belgium has made the greatest effort to re- 
store budgetary equilibrium by increases in 
taxation.” 


Bond Market 


The small amount of new financing during 
the month, particularly in domestic issues, has 
given the appearance of a less active bond mar- 
ket than actual conditions warrant. Dealers 
throughout the country report a large amount 
of available funds in the hands of investors 
and institutions. It would appear, therefore, 
that unless new issues of securities become 
available in larger volume than seems likely, 
existing issues already on the market should 
reflect a stronger demand. This is particular- 
ly true of foreign issues on which yields ap- 
pear to be very attractive compared with pres- 
ent yields on domestic securities. 


The Dow-Jones figure for the combined 
average of 40 bonds (ten high grade rails, 10 
second rails, 10 industrials, and 10 public utili- 
ties) on March 25 was 91.33 as compared with 
91.66 on February 25. The securities of the 
highest grade in all classes are strong. Munici- 
pal issues are strong. Government issues have 
been steady, 4 per cent. at par and %, which is 
\ above the price at which the recent issue 
of these bonds was sold. 


Among the more important issues which 
have been placed on the market during the 
month were the following: 


$ 8,000,000 American Power & Light Co. Deb. 6s, due 
March 1, 2016, price 95% and interest, to 

yield 6.25%. 
7,000,000 Montreal Tramways Co. Gen. & Ref. “A” 
5s, due April 1, 1955, price 88 and interest, 
to yield over 5.85%. 











6,825,000 City of Chicago, Ill, 4s, due 1927 to 1944, 
inclusive, prices 99% to 100, depending on 
maturity. 

23,500,000 Oklahoma Gas & Electric Co. ist 5s, due 
March 1, 1950, price 95 and interest, to 
yield over 5.36%. 

26,000,000 Pittsburgh, Cincinnati, Chicago & St. Louis 
R. R. Gen. “B” 5s, due April 1, 1975, price 
99 and interest, to yield about 5.06% 

15,000,000 Toho Electric Power Co., Ltd., lst S. F, 
“A” 7s, due March 15, 1955, price 90% and 
interest, to yield over 7.80%. 

11,500,000 Jersey Central Power & Light Co. ist Mtg. 
& Ref. 20 Yr. “A” 5%s, due February 1, 
1945, price 97% and interest, to yield over 

70 


5. 

10,000,000 Republic of Finland Ext. S. F. “A” 7s, due 
March 1, 1950, price 94 and interest, to 
yield 7.50%. 

15,000,000 Niagara, Lockport & Ontario Power Co. 
1st & Ref. 30 Yr. “A” 5s, due April 1, 1955, 
ered 98% and interest, to yield about 


5. ‘ 

5,000,000 Electric Power Co. (Electrowerke Aktien- 
gesellschaft, Germany) ist Mtg. S. F. Gold 
6%s, due March 1, 1950, price 87 and in- 
terest, to yield over 7.67%. 

8,975,000 Philadelphia Rapid Transit Co. 6s, due 
March 1, 1962, price 99 and interest, to 
yield over 6.06%. 

4,000,000 Gulf, Mobile & Northern R. R. Co. 1st Mtg. 
B” 5%s, due October 1, 1950, price 99% 
and interest, to yield over 5%%. 

15,587,000 International Paper Co. Ref. S. F. “A” 6s, 
due March 1, 1955, price 96 and interest, to 
yield about 6.30%. 

20,000,000 Commonwealth of Pennsylvania Highway 
4s, due April 1, 1930 to 1952, inclusive, 
price on maturities 1930 to 1940 inclusive 
to yield 3.75% and 1942 to 1952 maturities 
to yield 3.80%. 


Referring to the last named issue, the ex- 
planation for the low yield is to be found in 
the tax-exemption feature. A resident of Penn- 
sylvania holding Commonwealth of Pennsyl- 
vania bonds enjoys exemption from all Federal 
income taxes and from the four mills tax for 
State and local purposes—exactly the same 
exemptions as apply to Liberty 344s. These 
bonds provide unquestioned security—com- 
plete tax exemption—and at present prices 
yield about 4% more than the fully tax free 
Liberty issue. 


MATURITIES AND PRICES 
(accrued interest to be added) 


Due Price Due Price 
April 1, 1930 101.13 April 1, 1942 102.49 
April 1, 1932 101.53 April 1, 1945 102.78 
April 1, 1935 102.07 April 1, 1947 102.96 
April 1, 1937 102.40 April 1, 1950 103.21 
April 1, 1940 102.85 April 1, 1952 103.36 


Yielding 3.75% Yielding 3.80% 


The following table shows the yields which 
would have to be obtained by a resident of 
Pennsylvania on bonds subject to Federal In- 
come Taxes and the State Four Millis Tax, in 
order to equal the yield obtainable on Com- 
monwealth of Pennsylvania Bonds: 


Tax free Yield 3.75% 3.80% 
Taxable Income Equivalent Taxable Yield 
$25,000 444% 3.39% 

50,000 4.73% 4.79 
100,000 5.36% 5.43 
250,000 6.39% 6.47 
500,000 6.91 6.99 

1,000,000 1.28 
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The St._ Paul. Receivershi 


The Chicago, Milwaukee & St. Paul Rail- 
road Company is the most important railroad 
company to go into a receivership in many 
years. The company was in a very prosperous 
condition and in excellent credit when it em- 
barked upon the construction of its extension 
to the North Pacific Coast. This extension has 
been commonly regarded as responsible for its 
present troubles, but this is by no means cer- 
tain, and Mr. Byram, now the president, who 
was not with the company when the extension 
was constructed, in testimony before the Sen- 
ate Commtitee on interstate commerce in 1921 
expressed the opinion that the Puget Sound 
extension was not a burden. The parent com- 
pany had a large share of the through Pacific 
coast business until the Northern Pacific and 
Great Northern companies became joint own- 
ers of the Burlington and thus reached Chi- 
cago over their own rails. The Chicago & 
Northwestern had intimate relations with the 
Union Pacific, Atchison had its own line to 
Chicago, and the Canadian Pacific had its main 
line to Montreal, and its controlled lines, the 
Soo and Wisconsin Central, to Chicago. It 
looked as though the Chicago, Milwaukee & 
St. Paul was destined to be shut out of through 
traffic unless it built another line. The incen- 
tive to the extension therefore was not so much 
that of obtaining a longer haul on the traffic al- 
ready enjoyed as of retaining a share of the 
traffic theretofore handled, and safeguarding 
the position of the company in the future. 


The Real Causes 


Numerous conditions which developed after 
the extension was built contributed to the com- 
pany’s embarrassment. The competition of 
the Panama Canal seriously affected earnings 
on through business and particularly on east- 
bound traffic, a reduction of the latter throw- 
ing its traffic out of balance and causing a seri- 
ous loss by hauling empty cars in that direc- 
tion. All of the companies operating to the 
Pacific Coast have petitioned for authority to 
charge less on through traffic than to inter- 
mediate points in order to avert these losses, 
but without success. 


The main cause of the company’s undoing, 
however, has been the great rise of operating 
costs incidental to the war, which was not 
fully compensated for by increased charges. 
The Interstate Commerce Commission granted 
the Eastern roads a 40 per cent increase of 
freight rates, but only 25 per cent to the South- 
ern and Mountain Pacific lines and 35 per cent 
to the lines of the Western group. In 
view of distress conditions in agriculture, and 
a reduction of railroad wages, the companies 





made a voluntary reduction upon agricultural 
products in 1921, which was adopted by the 
Commission and included in a general 10 per 
cent reduction in 1922. The Northwestern 
roads have complained strenuously that they 
were inconsiderately treated in these rate revi- 
sions. Net earnings of all these roads in 1924 
aggregated 3.12 per cent upon the tentative 
valuation placed upon them by the Commis- 
sion, against 4.35 per cent earned by all Class I 
roads in the country. 

When the Puget Sound extension was start- 
ed the common and preferred stocks of the 
company were selling well above par; in fact 
the preferred sold in the public market in 1901 
as high as $200 per share and the common in 
1906 as high as $175 per share. In view of the 
earnings at that time there did not appear to 
be any reason for doubting the ability of the 
company to handle the amount of additional 
indebtedness that was incurred. The change 
in conditions affecting earnings has applied to 
many railroads and particularly the North- 
western group. 


A Pertinent Lesson 


The troubles of this company have not been 
due to over-capitalization, but in part to the 
fact that too large a proportion of the capital is 
represented by bonds. There is a lesson in this 
situation which applies very pertinently to the 
general railroad situation at the present time. 
All of the railroads are needing to provide new 
capital and in the last ten years it has been 
necessary to raise practically all additional 
capital by means of bonds. Even today the 
list of railroad companies which can sell stock 
at par is comparatively short, but it is essen- 
tial to sound railroad finance that approxi- 
mately one-half of the required capital shall be 
proprietor’s capital, represented by stock. 

The stockholders of St. Paul suffer most se- 
verely, on account of the great decline in the 
market value of their holdings as well as the 
long period without dividends, which were sus- 
pended in 1917. The preferred stock is now 
selling at $10 or $12 per share and the common 
at about $6. Probably both will have to pay 
an assessment, for the purpose of reducing the 
bonded debt, but it is customary in such cases 
to issue some form of capital obligations for 
the new money. The territory through which 
the Pacific extension passes has great develop- 
ment before it, and as the company needs noth- 
ing but more traffic to restore its solvency 
there is every reason to believe that in time it 
will be able to pay proper returns on the cap- 
ital that has been invested in it. Meanwhile, 
however, a readjustment of the capital struc- 
ture must take place. 
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